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E.O. 11652: N/A 

TAGS: EAGR, CH 

SUBJECT: PRC COTTON IMPORTS 

REF: STATE 058914, FASTO 25 

1 . RECENT PRC INITIATED EXCHANGE WITH US TRADER AGAIN CONFIRMS 
PRC NOT INTERESTED IN NEARBY OR NEW CROP US COTTON, BUT REMAINS 
INTERESTED IN NEARBY AND NEW CROP LATIN AMERIAN GROWTHS. 

2. NEWSSTORIES ABOUT PRC DROUGHT LEADING TO INCREASING SPECULATION 
BY US MARKET INTERESTS THAT PRC WILL BUY LARGE QUANTITIES US NEW 
CROP COTTON. WITH WORLD COTTON SUPPLIES TIGHT AND PRICES 

STRONG, UNFOUNDED SPECULATION RE PRC PURCHASES HIGHLY UNDESIRABLE. 
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3. CONSENSUS PRC AG ANALYSTS WASHINGTON INDICATES LITTLE LIKELIHOOD 
OF LARGE 1977-78 PRC COTTON PURCHASES FROM US, BUT POSSIBILITY OF 
SUCH PURCHASES CANNOT BE RULED OUT. FURTHER DETERIORATION OF 
PRC WINTER WHEAT CROP MIGHT, REPEAT MIGHT, LEAD TO SOME SWITCHING FROM 

COTTON ACREAGE. TOO EARLY TO PRESUME SERIOUS 1977 COTTON 
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PRODUCTION SHORTFALLS AS DRYNESS REPORTED IN PRESS COULD BE OVER- 
COME IN MOST MAJOR COTTON PRODUCING AREAS BEFORE PLANTING. 

RECENT RAINS SHOULD BE HELPFUL IN THIS REGARD. EARLY WORLD COTTON 
PRODUCTION PROSPECTS FOR 1977-78 ARE FOR SOMEWHAT LARGER SUPPLIES 
DEMAND BALANCE WILL LIKELY REMAIN TIGHT. 


4. PRC IS POTENTIALLY THE LARGEST MARKET FACTOR IN THE 1977-78 
COTTON SITUATION. AG OFFICERS ARE ENCOURAGED TO PERIODICALLY 
REPORT ASSESSMENTS. VANCE 
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